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Abstract  We tested the hypothesis of the procyclicality of stock exchanges regarding 
the economic activity of CEE and SEE countries, to measure the level of financial 
integration during the last decade of the transition period, and to compare these two 
groups of emerging countries. Our ARDL panel estimates support the hypothesis of 
procyclicality in the transition period in the CEE and SEE regions, and further financial 
integration, due to the opening up of the market economy and repricing of systematic 
risk, followed by large capital inflows, trade liberalization and industrial production, 
along with the implementation of institutional reforms regarding EU integration. In 
addition, the significant positive coefficient of capital inflows and negative coefficient 
of unemployment rate in the CEE and SEE panel ARDL results confirm the volatility 
of the transition process, as is obvious in higher industrial production, followed by the 
significant impact of import on CEE countries and the much higher significant impact 
of export on SEE countries. 
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